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FOREWORD 


During the past year the government 
has introduced major changes to its 
decision-making process. Partly in 
response to the recommendations of 
the Royal Commission on Financial 
Management and Accountability (the 
Lambert Report), these changes have 
brought about a much closer link 
between policy and expenditure 
planning. The new _ policy and 
expenditure management system 
represents an important step towards 
not only increased expenditure 
control and accountability within 


government, but also improved 
policy-making and priority setting by 
government. 


This Guide explains the essential principles and operation of the 
new system. It is addressed to managers in the Public Service 
and to all those involved in the management of public money. I 
hope it will also prove useful to those members of the general 
public with a special interest in the government's management 
processes. 


The Guide will be complemented in the near future by the public- 


ation of a practitioner's manual which will assist government 
planning and financial officers in implementing the new system. 


deed ber 


Donald J. Johnston 
President of the Treasury Board of Canada 
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GUIDE TO THE POLICY AND 
EXPENDITURE MANAGEMENT SYSTEM 


INTRODUCTION 


The complexity and rapidity of change in Canadian society have 
increased dramatically in the decade of the 1970s. Hence the issues 
facing government and the programs responding to them in areas such 
as environmental protection, consumer affairs and regional development 
have become more numerous and complex. Because of the growing 
interdependencies among programs of various government departments, 
the need for systems that provide effective inter-departmental 
coordination has become increasingly important. 


It has therefore become apparent that a new approach to organization 
and management in government is necessary. Policies can no longer be 
determined without regard to expenditure considerations, nor expen- 
ditures planned without reference to policies and objectives. The new 
policy and expenditure management system now being implemented in the 
federal government is an attempt to integrate these two factors within 
the decision-making process. 


The system has been designed to help Ministers to set and achieve their 
policy objectives by coordinated advance planning. It does this by: 


Integrating policy and resource decision-making. 


As the Royal Commission on Financial Management and Account- 
ability (Lambert Report) put it, "we cannot accept that priorities 
can continue to be set without a full awareness of the financial 
implications of attempting to achieve them." One objective of the 
system is to ensure that policy and program decisions are taken in 
the context of, and with a responsibility for, costs and expen- 
diture limitations and that, in turn, expenditure planning decisions 
are taken with an understanding of, and responsibility for, the 
government's policies and priorities. 


Identifying objectives and broad directions several years into the 


future. 


The system recognizes that the structure of federal expenditures 
can only be changed by taking a longer-term perspective that 
encourages reviews of policies and programs and considers funda- 
mental changes in relationship to the government's priorities. 


Decentralizing decision-making authority to Policy Committees of 
Cabinet. 


This facilitates an in-depth approach by Cabinet Committees to 
specific policy sectors within the context of resources available for 
those sectors. The Cabinet Committee on Priorities and Planning 
consequently can focus on the strategic issues and priorities of the 
government, thereby increasing its ability to provide policy 
direction both across the government and for the individual policy 
Sectors . 


The system involves two essential features: 


lie the preparation of a longer-term Fiscal Plan encompassing 
government revenues and expenditures over a multi-year 
period, i.e. setting out the overall resource constraints 
within which policy choices must be made; and 


Ze the establishment of specific expenditure limits ("resource 
envelopes") for policy sectors consistent with the Fiscal Plan 
and the government's priorities, and the assignment of the 
responsibility for managing a particular policy’ sector's 
resources to the appropriate Policy Committee of Cabinet. 


The creation of "resource envelopes" and their integration into the 
decision-making process of the Cabinet Committees is central to the 
policy and expenditure management system. The envelope defines what 
resources are available to a Policy Committee for a policy sector over a 
multi-year period. The resource envelopes are determined by the 
Cabinet Committee on Priorities and Planning in the context of the 
government's Fiscal Plan and overall priorities. 


It is recognized that, as implementation proceeds, certain adjustments 
and changes will prove necessary. For example, the number and 
definition of policy sectors may change from time to time in response to 
emerging government priorities. 


The Guide contains three chapters. Chapter One sets out the broad 
legal and institutional framework which governs the relationship between 
the government and Parliament in the management of public money. It 
describes the essential aspects of financial administration as prescribed 
in statute and in practice, as they relate to the collection and disburse- 
ment of, and accounting for, public money. As well, it describes the 
framework within which Ministers obtain authority from Parliament and 
account to Parliament for the manner in which their responsibilities have 
been conducted. 


Chapter Two describes the principal features of the system as they 
apply to the determination of the government's policy and resource 
management framework; the organization of Cabinet for policy and 
expenditure planning and decision-making; and the planning and 
management activities of departments and agencies. 


To enhance Cabinet's ability to plan and manage policies and expen- 
ditures, some new instruments are being adopted and adjustments are 
being made to others. Chapter Two describes the essential instruments 
in the system: the Fiscal Plan, the Strategic Overview and the Multi- 
Year and Budget-Year Operational Plans. 


Chapter Three provides an in-depth look at the expenditure planning 
cycle. It describes the process of multi-year expenditure planning and 
how the expenditure plan is developed and adjusted through the annual 
planning cycle. The chapter illustrates how expenditure targets for 
policy sectors and the related departments and agencies evolve from 
general levels, years in advance of the beginning of the fiscal year, 
through to their eventual refinement and translation into Parliamentary 
authority in the form of the Estimates and Appropriation Acts. 


Digitized by the Internet Archive 
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https://archive.org/details/31/61118496678 


CHAPTER 1 
THE MANAGEMENT OF PUBLIC MONEY: FRAMEWORK AND 
COMPONENTS 


INTRODUCTION 


The policy and expenditure management processes of government are 
closely tied to the interrelationship between the government (i.e. 
Cabinet) and Parliament in respect of the fundamental aspects of 
financial administration as prescribed in statute and in practice. This 
chapter sets out the broad legal and institutional framework within 
which moneys are collected, disbursed, and accounted for. This frame- 
work provides a backdrop for an explanation in Chapter Two of the 
recent changes to the practices and procedures of expenditure 
management. 


The financial structure of the federal government of Canada rests on a 
constitutional and statutory framework dating back to the British North 
America Act of 1867. That Act gave constitutional foundation to the 
principles of financing government that are basic to responsible govern- 
ment, while other necessary financial administrative machinery and 
procedures were established by subsequent legislation, most notably the 
Financial Administration Act. 


The Financial Administration Act provides the statutory basis not only 
for most of the financial practices followed by departments and 
agencies, but also for the assignment of responsibilities for financial 
administration. The Act, in respect of financial administration, sets out 
the responsibilities for the Treasury Board, the Minister of Finance, 
the Receiver General, the Department of Supply and Services, and 
departments and agencies. In addition, a separate Act provides the 
basis for the responsibilities of the Auditor General. 


Within the confines of the constitution, the authority of Parliament is 
supreme. Ultimate control of the public purse and the financial 
structure of the government rests with Parliament. This is reflected in 
the fundamental principles that no tax shall be imposed and no money 
shall be spent without the authority of Parliament, and that expen- 
ditures shall be made only for the purposes authorized by Parliament. 


The principle of Parliamentary control of public money is embodied in 
the concept that there shall be a single fund for receiving and 
recording all revenues and expenditures. This concept was firmly 
established in the British North America Act, which directs that all 
"duties and revenues" shall form one Consolidated Revenue Fund, and 
in a key provision of the Financial Administration Act which defines the 


Fund as "the aggregate of all public moneys that are on deposit at the 
credit of the Receiver General." All public money shall be paid into the 
Consolidated Revenue Fund and all payments made from this fund shall 
be appropriated by Parliament. 


The British North America Act provides that all federal Bills that 
impose a tax or that appropriate public funds must originate in the 
House of Commons, that all requests for appropriations must come from 
the government through responsible Ministers, and that the government 
is solely responsible for such requests. Ministers and their officials are 
responsible for using public money in accordance with the authority 
granted by Parliament. 


The following sections describe the arrangements under which public 
money flows into the Consolidated Revenue Fund, is disbursed from the 
Fund, controlled and accounted for, and finally audited on behalf of 
Parliament. 


A. SOURCES OF PUBLIC MONEY 


The government has two major sources of money - revenues and 
borrowings. Accordingly, public money, as defined by the Financial 
Administration Act, means "all money belonging to Canada received or 
collected by the Receiver General or any other public officer in his 
official capacity or any person authorized to receive or collect such 
money and includes duties and revenues of Canada, money borrowed by 
Canada or received through the issue or sale of securities, money 
received or collected for or on behalf of Canada, and money paid to 
Canada for a special purpose." 


The main sources of federal revenue are the personal and corporate 
income tax, commodity taxes and customs duties. They are authorized 
by laws passed by Parliament, namely the Income Tax Act, the Excise 
Tax Act, the Excise Act, and the Customs Tariff. In addition, there 
are non-tax revenues, including returns on investments and a wide 
variety of sources such as fees, rentals, licences, leases and proceeds 
from sales, etc. 


The other major source of money ‘to finance government operations is 
borrowings. The Minister of Finance, within borrowing limits established 
by Acts of Parliament, is authorized to borrow money by the issue and 
sale of securities at such rates of interest and subject to such terms 
and conditions as the Governor in Council may approve. Although the 
specific authority of Parliament is required for increased borrowing 
limits, the Financial Administration Act authorizes the Finance Minister 
to borrow such sums of money as are required for the redemption of 
maturing or called securities and to procure temporary loans when the 
amounts in the Consolidated Revenue Fund are insufficient to meet 
legally authorized disbursements. 


The Minister of Finance, under the Financial Administration Act, has 
the responsibility for the management of the Consolidated Revenue Fund 
and the supervision, control and direction of all matters relating to the 
financial affairs of the government not by law assigned to the Treasury 
Board or to any other Minister. The Receiver General is responsible for 
establishing accounts for the deposit of public money with such banks 
and fiscal agents as are designated by the Minister of Finance. 


B. THE APPLICATION OF PUBLIC MONEY 


Information on the government's planned revenues and expenditures is 
presented to Parliament primarily in two types of document - the 
Budget Speech delivered by the Minister of Finance at any time in the 
fiscal year, and the Estimates of expenditure for the fiscal year that 
are tabled by the President of the Treasury Board in the House of 
Commons. The Budget Speech is the occasion on which the Minister of 
Finance brings under review the whole financial position of the govern- 
ment, present and prospective, and announces the government's plans 
and proposals. The information contained in the Estimates outlines the 
Parliamentary authority, either existing or required, for expenditures. 


The presentation of the expenditure plans to Parliament is based on two 
principles: 


(1) that estimated financial requirements of government should so 
far as possible be presented to Parliament for consideration at 
one time; and 


(2) that the responsibility for the preparation and submission of 
these plans rests with the government. Statutory recognition 
of this is given in the Financial Administration Act, which 
places on the Treasury Board, in its role as a Committee of 
the Privy Council, responsibility for financial management, 
including Estimates and the review of expenditure plans. 


All expenditures require the approval of Parliament. Authorization by 
Parliament may be in the form of either annual appropriations or 
continuing appropriation authorities. The distinctions between these two 
types of authorities are outlined below. 


Annual Appropriation Authorities 


An annual appropriation is an authorization by Parliament in the form of 
an Appropriation Act in respect of a specific fiscal year for the expen- 
diture of public money. For legislative purposes, every department's 
spending plans in the Estimates are subdivided into "votes," each of 
which becomes the subject of Parliamentary authority and is detailed in 
the schedules to the Appropriation Act. Since annual Appropriation Acts 
cover only one fiscal year, any unused appropriation lapses at the end 
of the fiscal year. 


It is important to note that the government is under no obligation to 
spend the money granted by Parliament; the Appropriation Act simply 
grants permission to spend, subject to the wording of the vote, the 
provisions of any other statute applicable to the payment, and any 
applicable regulations or directions issued by the Governor in Council 
or the Treasury Board. Therefore the actual amount spent will in almost 
all cases be less than the amount authorized. Moreover, the government 
can decide deliberately to curtail authorized spending under a particular 
vote. 


Continuing Appropriation Authorities 


Continuing appropriation authorities provide a non-lapsing spending 
authority to pay money out of the Consolidated Revenue Fund for 
specific purposes. Appropriations provided in separate Acts of 
Parliament, commonly known as statutory payments, are by far the most 
significant. These payments, such as old age security payments, 
pension and annuity payments, confer a right and an obligation to make 
a payment whenever a claim qualifies within the provisions of the legis- 
lation. The basic conditions laid down in the Acts governing expen- 
ditures made under statutory appropriations can be changed only by 
parliamentary amendment of the legislation. 


In addition to those expenditures requiring a separate Act of 
Parliament, Parliament may authorize through the Estimates process 
certain non-lapsing appropriations. These include such items as 
revolving funds and certain other programs which require a continuing 
authority to effectively achieve their intended purposes. 


Estimates 


The main purpose of the Estimates is to present to Parliament the 
spending proposals for the coming fiscal year. With the tabling of Main 
Estimates in February, Parliament begins its examination of the govern- 
ment's expenditure budget. The Estimates include the proposed votes 
(spending and authorities) that Parliament is being asked to approve 
through passage of an Appropriation Act, including budgetary appro- 
priations (amounts that have an impact on budgetary surplus or deficit) 
and non-budgetary appropriations (amounts required for the making of 
loans, investments, and advances). In addition, the Estimates include 
for the information of Parliament estimated budgetary and _ non- 
budgetary expenditures under the authority of various. statutes 
previously passed by Parliament. 


Under current procedures, Parliamentary deliberations on the Estimates 
do not conclude until the end of June. Parliament is therefore asked to 
vote interim supply at the end of March to make it possible for the 
government to finance its operations from the start of the fiscal year on 
April 1 to the end of June. Interim supply usually comprises 3/12 of 


each Vote in the Estimates - 1/12 for each of the first three months - 
although it may be more in some specific instances where the expen- 
diture pattern of a program requires it. 


The Estimates are referred to the appropriate standing committees of 
the House of Commons and to the Standing Committee on National 
Finance of the Senate for detailed consideration. The committees of the 
House are required to report to the House of Commons by May 31 of the 
fiscal year; the Senate Committee reports to the Senate at about the 
same time. 


After the Committees of the House of Commons and the Senate have 
reported on the Estimates, an Appropriation Act is introduced in the 
House of Commons. It is only when this Appropriation Act is approved 
by the House of Commons and the Senate, and subsequently given royal 
assent and release of the appropriation through a Warrant signed by 
the Governor General, that all the expenditures proposed in the 
Estimates may actually take place. 


When the normal process of Parliamentary approval of Appropriation 
Acts based on Estimates is unavoidably interrupted, for example by 
dissolution of Parliament, the Financial Administration Act provides for 
authorization of expenditures "urgently required for the public good" 
through the issuance of Special Governor General's Warrants. 


It ‘is not possible at the start of a fiscal year to identify all require- 
ments for funds during the fiscal year. In every fiscal year there are 
certain to be unforeseen events which give rise to additional costs. 
Moreover, there may be circumstances during the course of the fiscal 
year in which the government sees fit to alter its expenditure plans as 
reflected in tabled Estimates. The authority necessary to cover these 
types of adjustments to Estimates is sought through Supplementary 
Estimates. 


The first Supplementary Estimates are normally presented to Parliament 
in November, about nine months after the presentation of the Main 
Estimates; final Supplementary Estimates are normally tabled in March. 
Both are referred to the Standing Committees of the House of Commons 
and the Senate for review. These committees follow much the same 
procedure as that followed in the review of Main Estimates. After the 
reviews by the committees are completed and reported, an Appropriation 
Act is introduced. When the Act is approved, the procedures for the 
release of supply are similar to those of the Main Estimates. 


C. CONTROL OF AND ACCOUNTING FOR PUBLIC MONEY 


Independent of the functions of planning and authorizing the amounts of 
money to be obtained or expended for particular items or in total, there 
must exist adequate means for the accounting for and control of public 
money. 


- 10 - 


In the Financial Administration Act, Parliament has laid the foundation 
for a system of administering all facets of the government's financial 
activities and has incorporated provision for the effective control and 
safeguarding of public money. This includes the power and responsi- 
bility of Ministers for maintaining control over receipts and 
expenditures, thereby enabling them to present a strict accounting. 


With respect to receipts, the cardinal rule in the Act is that all public 
money must be deposited in the Consolidated Revenue Fund. The 
general management of the Fund, the banking arrangements and 
borrowings, are in the hands of the Minister of Finance. The form of 
accounts and records to be maintained is the responsibility of the 
Treasury Board. 


Apart from payments to provincial governments authorized by the 
British North America Act, the Financial Administration Act assigns to 
Ministers responsibility for all expenditures, conferring on them indivi- 
dually and on the government collectively powers whereby they may 
maintain control. Each Minister is responsible for the legality, the 
necessity and the advisability of all payments from public funds under 
his administration. The responsibility for overall control of public 
spending is conferred primarily on the Treasury Board. 


The Financial Administration Act authorizes the Treasury Board to 
direct departments and agencies to submit to the Board a division into 
allotments of each vote included in its Estimates. Once approved by the 
Treasury Board, these allotments cannot be varied or amended without 
the approval of the Board and expenditures charged to appropriations 
are limited to such allotments. To avoid over-expenditures within a 
fiscal year, commitments coming in course of payment within the year 
for which Parliament has provided or has been asked to provide appro- 
priations are recorded and controlled by the departments concerned. In 
addition, departments must maintain records of commitments made under 
contract that will fall due in succeeding years. 


The primary source of information on all actual financial transactions of 
the government is the Public Accounts of Canada, which are required 
by the Financial Administration Act to be tabled in Parliament. They 
include: 


(a) a report on the financial transactions for the fiscal year, 
(b) statements of the revenues and expenditures, and of the 
assets and liabilities, supported by detailed statements and 


information, by departments, and 


(c) financial reports by the various Crown corporations. 
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The other chief accountability reports are the annual statements of 
budgetary and non-budgetary financial transactions and of the govern- 
ment's cash and debt position, issued by the Minister of Finance and 
published in the Canada Gazette. 


Parliament not only appropriates money for the government - "grants 
supply to the Crown" - it also legislates through the Financial Adminis- 
tration Act how Ministers and their officials must account for the use of 
appropriation authorities. Under the Act, the Treasury Board is 
authorized to regulate the manner and form in which departments and 
agencies keep their financial records. This includes the establishment of 
the rules of accounting and financial practices with respect to the 
control of public money; for financial reporting by departments and 
agencies; and for the establishment of standards for the internal 
management and control within departments. 


The Public Accounts Committee of the House of Commons is constituted 
at the beginning of the first session of each Parliament by resolution of 
the House to examine and inquire into such matters as may be referred 
to it by the House. This reference invariably includes the annual Public 
Accounts and the report of the Auditor General. 


D.. AUDIT 


An integral step in Parliament's control of government spending is the 
independent examination of the government's accounts by the Auditor 
General of Canada, who is an officer of Parliament. 


The legislative responsibilities of the Auditor General include the 
expression of opinions on financial statements and annual reporting on 
cases where, in the opinion of the Auditor General, there has been 
insufficient accounting for or control of public resources, or where 
money has not been expended for purposes intended. In addition, the 
Auditor General has authority to report cases where money has been 
expended without due regard for economy and efficiency and where in 
his opinion procedures established to measure and report effectiveness 
are unsatisfactory. 


The House of Commons' Standing Committee on the Public Accounts 
reviews the Public Accounts of Canada and the annual reports of the 
Auditor General; these documents form the basis of the Committee's 
inquiries. The results of the Committee's review are reported to the 
House of Commons. 
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CHAPTER 2 
THE POLICY AND EXPENDITURE MANAGEMENT SYSTEM 


INTRODUCTION 


This chapter highlights the principal features of the government's 
policy and expenditure management system. Against the background of 
evolution of the system during the 1970s, the objectives of the changes 
being introduced at this time are identified. The features of the system 
are described as they apply to its three principal dimensions: the 
determination of the government's policy and resource management 
framework, the organization of Cabinet for executive planning and 
decision-making, and the planning and management activities of depart- 
ments and agencies. Finally the principal instruments of multi-year 
policy and expenditure planning and management - from a multi-year 
government-wide Fiscal Plan through the Budget-Year Operational Plan 
for each department - are briefly described. 


BACKGROUND 


The manner in which the government manages its expenditures is 
continually evolving in response to changing economic, social, and 
political circumstances. Evolutionary changes affect the institutional 
structures and decision-making processes within government. For 
example, the extension and restructuring of the Cabinet Committee 
system over a decade ago, including the delegation of certain decision- 
making responsibilities to Cabinet Committees, has heavily influenced 
the process through which the government plans and manages its 
expenditures. Adoption by Cabinet of a detailed framework for total 
spending within an overall fiscal framework has provided a better 
context for consideration of spending proposals. Establishment of a 
ceiling on total spending and its announcement in advance of the fiscal 
year has created greater discipline in expenditure control. 


These and other changes in the policy and expenditure management 
systems in the 1970s have enabled the government to improve planning 
and management of expenditures. However, the increasing complexity of 
government responsibilities, combined with the need for cost effective- 
ness in meeting these responsibilities from available resources, has 
indicated a need for further substantial changes in the management of 
policies and expenditures. 
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OBJECTIVES OF RECENT CHANGES 


In response to these requirements, major changes to the policy and 
expenditure management system have been introduced. These changes 
have been aimed primarily at the following objectives: 


(a) to achieve closer integration of the government's priority 
setting, policy development and expenditure management 
decision-making processes; 


(b) to decentralize decision-making authority, in recognition of 
the increasing range and complexity of government responsi- 
bilities and the interrelated policies and programs designed to 
discharge them; 


(c) to increase Ministerial direction and control over the policy, 
planning and expenditure decisions of the government; and 


(d) to provide an adequate time frame in the planning process, so 
that Ministers can review existing policies and programs and 
bring about desirable changes in the use of resources to 
reflect changing priorities of the government. 


PRINCIPAL DIMENSIONS 


There are three principal dimensions to the government's policy and 
expenditure management system: the determination of the framework 
within which the government will manage its policies and financial and 
personnel resources; the organization of the Cabinet to perform its 
executive planning and decision-making functions; and the planning and 
management activities of departments contributing to the central 
planning process and developing and delivering programs in response to 
Cabinet direction. The key features of the policy and expenditure 
management system are described below as they apply to each of these 
dimensions. 


Determination of the Policy and Resource Management Framework 


Policy and resource frameworks within which programs are to be 
managed are fundamental to the operation of the government. Policies 
and programs must be developed in the light of available resources; on 
the other hand, resource limits and the means of managing within them 
must be established in full recognition of the requirements of govern- 
ment policies. The sometimes conflicting demands for new policies and 
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programs and for sound fiscal management are reconciled through the 
establishment of a multi-year Fiscal Plan reflecting government 
priorities. The development of the Fiscal Plan includes consideration of: 


the government's overall priorities, 


the revenue and expenditure implications of current and 
planned policies and programs, given the likely economic 
scenario, 


the desirable fiscal stance under the same economic scenario, 
and 


alternatives for achieving different revenue and expenditure 
levels. 


Associated with the government's overall policy direction, then, is a 
multi-year Fiscal Plan establishing, in light of forecast revenues, levels 
of total government expenditures. The Plan also includes spending 
levels or 'envelopes' for various policy sectors within the overall expen- 
diture total. This multi-year plan provides the lead time required to 
ensure that policy and program changes resulting in changes to the 
level and distribution of expenditures can be planned and implemented 
in an orderly fashion. The resource envelopes, in comparison with the 
projected costs of existing programs, indicate what net expenditure 
increases or decreases must be planned in each policy sector. Multi- 
year spending envelopes for policy sectors encourage the thorough 
assessment of the resource requirements over time of proposed policy or 
program changes, as well as the evaluation of existing programs and 
the consideration of trade-offs between competing programs for 
resources available within an envelope. 


Given the complexities and great interdependencies among government 
programs, there is no perfect number of policy sectors nor is there a 
perfect definition of the programs within each one. As implementation of 
the system proceeds, the government will wish to consider certain 
adjustments to the policy sectors. The program content of the sectors 
has been designed to maximize the consideration of policy trade-offs 
within each sector while recognizing that Ministers' responsibilities for 
their respective departments and agencies should not be dispersed 
across several sectors and Committees. Currently, there are ten sectors 
and associated resource envelopes assigned to five Committees of 
Cabinet. Their program contents are set out in Annex A. 
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Resource envelopes are defined initially in terms of direct outlays from 
the Consolidated Revenue Fund. However, some types of government 
activity do not involve direct expenditure, but do, nevertheless, have 
real or potential financial consequences for the government. In some 
cases they are alternatives to direct spending programs. Perhaps the 
most widely recognized non-cash potential expenditures are loan 
guarantees and so-called "tax expenditures" - tax measures which, in 
some sense, provide preferential treatment to individuals, corporations 
or other levels of government, resulting in lower federal revenues. 
Where such provisions are clearly related to the program objectives in 
policy sectors, their level is considered when establishing and managing 
policy sector resource envelopes. In the case of tax expenditures, for 
example, the Minister of Finance is responsible for tax policy and thus 
for tax expenditures. However, a _ Policy Committee of Cabinet 
(described below) may request the Minister of Finance to introduce 
changes in tax expenditures relating to a policy sector. The cost of 
such changes as are implemented would be offset by a reduction in the 
direct spending envelope for the policy sector. 


Cabinet Organization for Policy and Expenditure Management 


The new policy and expenditure management system is an integral 
component of the Cabinet Committee system. Through the decentrali- 
zation of decision-making authority to Cabinet Committees, the Cabinet 
Committee system provides the organizational structure for the deter- 
mination and management of policies and expenditures. 


The Cabinet Committee system is an extension of Cabinet. The organiza- 
tion of the system must be adaptable to changing circumstances and 
requirements, while remaining consistent with the underlying principles 
of the policy and expenditure management system. Within the system, 
there are six committees which form its basis: four Policy Committees 
(Economic Development, Social Development, Foreign and Defence Policy, 
and Government Operations), responsible for the determination of policy 
and program development within their respective policy sectors (see 
Annex A); and two committees with government-wide responsibilities - 
Priorities and Planning and Treasury Board. 


These committees are related to each other and to the departments and 
agencies which fall within the scope of their sectors. All Policy 
Committee chairmen, along with the Minister of Finance, the President 
of the Treasury Board, and several other Ministers, are members of 
the Cabinet Committee on Priorities and Planning, chaired by the Prime 
Minister. Generally, Ministers whose departments and agencies fall 
within the scope of a Policy Committee are members of that Committee 
along with the Minister of Finance and the President of the Treasury 
Board. 
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Priorities and Planning Committee 


The Cabinet Committee on Priorities and Planning is the major 
forum for the establishment of the government's general directions; 
and, in the light of anticipated revenues, the multi-year Fiscal 
Plan. These decisions are taken on the recommendation of the 
Minister of Finance, in consultation with the President of the 
Treasury Board, taking into account the level of expenditures and 
revenues lkely to result from existing policies and programs, as 
well as reports from the Policy Committee chairmen on their policy 
sector plans and priorities. The resource envelopes, established 
in the Fiscal Plan for policy sectors in accordance with the overall 
priorities and objectives of the government, may be accompanied 
by directions to the Policy Committees on policy and program 
development. 


Many policies and programs serve multiple objectives often relating 
to more than one policy sector. Also, policy and program proposals 
relating to one sector may have expenditure implications for 
programs within another sector. It is primarily the responsibility 
of the Privy Council Office to identify those situations and to 
ensure that appropriate arrangements are made (e.g. consulta- 
tions, joint meetings, etc.) for the consideration of these broader 
implications. Only when issues cannot be resolved through arran- 
gements at the level of Policy Committees are they referred to the 
Cabinet Committee on Priorities and Planning for consideration. 


Cabinet Policy Committees 


Policy Committees are responsible for development of sectoral 
strategies for policy and program development within the multi- 
year resource envelopes established in the Fiscal Plan, and in the 
light of government priorities and directions from the Priorities 
and Planning Committee. This responsibility includes guidance to 
departments and agencies for the ongoing development of the 
Strategic and Operational Plans. Policy Committees are responsible 
for the policy and program decisions which will determine the 
allocation of the available financial resources among the various 
programs within their policy areas. This includes decisions on 
introduction of new programs and changes - both increases and 
decreases - to the levels of activity, service or benefits of 
existing programs. 


Treasury Board 


The Treasury Board Ministers continue to be responsible for the 
integrity of the government's financial and related personnel and 
administrative systems. They determine the level of resources 
required to deliver efficiently the policies and programs approved 
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by Policy Committees and they assist those Committees with infor- 
mation on the resource implications of policy or program proposals. 
Treasury Board provides information on resource allocation options 
for the Priorities and Planning fiscal planning function as well as 
the cross-envelope financial implications of proposals considered by 
Policy Committees. The Board also, through the Office of the 
Comptroller General, ensures the development and maintenance of 
adequate departmental systems for program planning, control and 
evaluation. 


Support for Cabinet Committees 


The policy and expenditure management system and the Cabinet 
Committee system are supported by a network of secretariats and 
committees. Two Ministries of State - for Economic Development and 
Social Development - provide the support secretariats for their 
respective Cabinet Committees. For the Cabinet Committee on 
Foreign and Defence Policy, this support is provided by the 
Privy Council Office (in addition to the usual Cabinet secretariat 
functions that it provides to all committees) as well as an inter- 
departmental committee of Deputy Ministers on foreign and defence 
policy. The Cabinet Committee on Government Operations is 
supported by the Privy Council Office and the Treasury Board's 
secretariat, Treasury Board Canada. The Treasury Board is 
supported by Treasury Board Canada and the Office of the 
Comptroller General; the Cabinet Committee on Priorities and 
Planning by a secretariat within the Privy Council Office. 


Departmental Planning and Management 


It is essential to effective multi-year policy and expenditure planning 
that systems be in place to enable departments and agencies to conduct 
forward strategic and operational planning, to control their activities, 
to ensure that they are achieving the desired results, and to evaluate 
the efficiency and effectiveness of programs in comparison with alter- 
natives. These departmental activities provide the input to the central 
planning and decision-making process and are the basis for sound mana- 
gement of the execution of policy and program directions from Cabinet. 


Under the overall direction of the Comptroller General, action plans to 
strengthen internal planning and control processes are being concur- 
rently implemented by departments and agencies to improve the required 
systems. Internal planning and control systems are being designed to 
be consistent with the form of Estimates and Public Accounts which 
report, respectively, to Parliament, the government's expenditure plans 
and the actual moneys spent. 
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PRINCIPAL INSTRUMENTS OF MULTI-YEAR PLANNING AND 
MANAGEMENT 


In order for Cabinet to plan and manage expenditures in a decentralized 
fashion through Policy Committees, some new methods are being adopted 
and adjustments are being made to methods previously employed. The 
principal instruments in the new process include an overall Fiscal Plan, 
and departmental Strategic Overviews, Multi-year Operational Plans and 
Budget-Year Operational Plans. 


The Fiscal Plan 


The key to the operation of the management system is the establishment 
of a Multi-Year Fiscal Plan. By establishing total expenditures and 
policy sector envelopes, it provides the resource framework for the 
future development of sectoral policies and programs. The multi-year 
framework provides the basis for orderly change to meet future year 
requirements. 


The Fiscal Plan, at the time it is updated and extended each September, 
includes expenditure and anticipated revenue levels for the current 
fiscal year, the upcoming year and three future planning years. Based 
on overall government priorities, fiscal policy considerations, the costs 
of existing and planned policies and programs, and Policy Committee 
sectoral plans, expenditure envelopes are set for each policy sector and 
departmental planning figures established for the initial years. The plan 
is subject to a regular update each September and may be periodically 
updated in response to major changes in the economic outlook. 


The Strategic Overview 


Departmental strategic planning involves the establishment of the 
department's role, its long-term objectives and the departmental 
strategies, policies and programs which meet these objectives. It is 
concerned with ensuring that the department's planning contributes to 
the development of, and remains responsive to, government policy and 
direction. 


Strategic planning is an ongoing process whose outputs may not be 
contained in a single document, but rather in a set of documents 
related to specific departmental program areas. However, it is necessary 
to provide an overall perspective and annual focus to the strategic 
planning process in order that Ministers can relate departmental plans 
to the government's policy priorities and its overall expenditure frame- 
work. This perspective is provided by departmental Strategic 
Overviews. 
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In response to planning guidelines from the appropriate Policy 
Committee, all departments develop a multi-year Strategic Overview 
annually, for submission by the end of March to the committee, and to 
the Treasury Board for information. The review of this document by 
the Committee results in confirmation of, or modification to, the depart- 
ment's objectives, general policy direction, and strategies. It may also 
result in approval of some specific changes in policies and programs, or 
directions for further development of alternative changes for consider- 
ation by the Committee in due course. 


The form and content of the Strategic Overview varies according to the 
nature of the activities of the department, but includes: 


(a) a review of the objectives of the department in the light of 
the overall and relevant sectoral priorities of the government, 
including the necessary changes to objectives; 


(b) a review of alternative strategies for pursuing objectives, 
identifying associated costs, benefits and other issues; 


(c) a description of proposed changes to currently approved 
policies and programs in relation to the department's objec- 
tives and _ strategies: Such policy and program changes 
include new programs or program enrichment, as well as 
elimination or reductions of service, benefits or activity in 
existing programs; and 


(d) a summary of the findings of program evaluations and the 
changes proposed as a result of these findings. 


The Multi-Year Operational Plan 


Departmental operational planning involves the development of program 
plans and the assignment of resources to carry out the strategies, 
policies and programs developed and approved in the strategic planning 
process. Operational planning, in its most detailed stage, specifies the 
results anticipated, the goals to be achieved and the associated costs. 


The Multi-Year Operational Plans are one of the key instruments for 
monitoring and controlling the allocation of resources within the 
planning framework. As such, they are continually updated to reflect 
policy and program decisions taken since the last regular review of 
Operational Plans. The current details of the plans may be required at 
any time as input to resource allocation decisions. 
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The Multi-Year Operational Plans include the following type of infor- 
mation: 


(a) the long-range objectives and strategies which the department 
is pursuing; ; 


(b) the manner in which the department is pursuing its long- 
range objectives and _ strategies through its programs, 
activities, and projects defined in a manner which makes it 
possible to identify clearly: 


how each program and activity contributes to the objec- 
tives of the department, 


the benefits and results - quantified, where possible and 
related to resource inputs - anticipated for each program 
and activity for each year over the planning period, 


the manner in which the efficiency and effectiveness of 
programs and activities can and will be evaluated as part 
of the department's program evaluation plan; and 


(c) historical and projected future trends of the level of demand 
of program benefits or services and the associated costs. 


Departmental Multi-Year Operational Plans, extended to cover a new 
planning year, are submitted annually at the end of March to Treasury 
Board for review, and to the appropriate Policy Committees for infor- 
mation; they are continually updated to reflect program or policy 
changes approved by Cabinet Committees or adjustments in requirements 
approved by the Treasury Board. An updated Plan accompanies depart- 
mental Main Estimates submissions in October. 


The Budget Year Operational Plan 


The Budget Year Operational Plan comprises the first year (the 
upcoming year) of the Multi-Year Operational Plan each October. It 
sets out, more specifically than in the Multi-Year Operational Plan, the 
key operational goals or targets to be realized in the year for which the 
Estimates are being prepared and the associated resource requirements. 
These short-term goals are related, where possible, to measurable end 
results. 


The Budget Year Operational Plan will be structured in a manner that 
establishes the relationship between the Estimates which will be 
presented to Parliament and the department's management structure. 
It will facilitate the assessment of departmental performance and will 
establish the basis for managerial accountability as well as manage- 
ment control. This plan forms the overall framework within which 
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departments, subject to the approval of the Estimates, formulate more 
detailed work plans on a responsibility basis, prepare budgets and 
manage their operations. 


Each department prepares a plan for the evaluation of its programs, to 
accompany the submission of the Multi-Year Operational Plan and 
Strategic Overview in March. This indicates, on an annual basis, the 
planned timing of evaluations of those departmental programs which are 
amenable to evaluation. A detailed annual evaluation plan is submitted 
with the Budget-Year Operational Plan specifying the schedule for 
evaluation of program components during the upcoming year. 


SUMMARY 


These are, in summary, the principal features of the system by which 
the government manages its policies and expenditures within the legal 
and institutional framework described in Chapter 1. Cabinet performs 
its planning and control functions through a Cabinet Committee system 
including Policy Committees, a Priorities and Planning Committee and the 
Treasury Board. Overall policy direction is established within the limits 
of a Multi-Year Fiscal Plan. Departments and agencies have planning, 
control and evaluation systems which interface with the central process 
through Strategic Overviews and Multi-Year and Budget-Year Opera- 
tional Plans. The following Chapter describes, in more detail, the 
operation of the management system over time. 


CHAPTER 3 
THE EXPENDITURE MANAGEMENT CYCLE 


INTRODUCTION 


This chapter illustrates how the multi-year expenditure plan is 
developed and adjusted through the annual expenditure management 
cycle. The major steps in the cycle are identified along with the 
specific tasks performed by the various participants. 


As background to the description of the expenditure management cycle, 
two concepts are of special importance - firstly the way the period 
covered by the Fiscal Plan changes over time; and secondly how the 
planning figures for a given year evolve from a general level years 
before the fiscal year actually begins, through eventual refinement and 
translation into Parliamentary authority in the form of Estimates and 
Appropriation Acts as the fiscal year unfolds. 


PERIOD COVERED BY THE FISCAL PLAN 


‘The Fiscal Plan covers either a four- or five-year period, depending on 
the stage in the annual planning cycle. Each summer concluding in 
September, there is a major review and extension of the Multi-Year 
Fiscal Plan. At this point the plan will cover five years: 


the current fiscal year 


the upcoming fiscal year (for which Main Estimates are 
being prepared) 


planning-year 1 
planning-year 2, and 
planning-year 3 (which is being added); 


With the end of a fiscal year on March 31, the planning period is 
reduced to four years. What was the upcoming year in the Fiscal Plan 
now becomes the current year for which Main Estimates have been 
tabled; what was planning-year 3 becomes planning-year 2, and so on. 
These changes to the coverage of the Fiscal Plan are illustrated in 
table 1, overleaf: 
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TABLE 1 
REVISED COVERAGE OF FISCAL PLAN 


current upcoming planning planning planning 


year year year 1 year. 2 year 3 
Fiscal Plan in: 
Fall, 1983 1983-84 1984-85 1985-86 1986-87 1987-88 
Spring, 1984 1984-85 1985-86 1986-87 1987-88 as 
Fall, 1984 1984-85 1985-86 1986-87 1987-88 1988-89 


EVOLUTION OF EXPENDITURE PLANNING FIGURES 


Expenditure planning figures for a given fiscal year are developed 
through the multi-year planning process as illustrated in table 2, using 
the 1986-87 fiscal year as the example. Plans for the year are conti- 
nually refined, from the initial establishment of envelope levels about 42 
months before the beginning of the year, through the tabling of final 
Supplementary Estimates near the end of the fiscal year. 


THE ANNUAL CYCLE 


Table 2 shows that the process of development of expenditure planning 
figures for a given fiscal year spans several years. For example, step 1 
indicates that in the September, 1982, review of the Fiscal Plan, 1986-87 
is the new planning-year 3 for which initial establishment of expendi- 
ture levels is undertaken by Priorities and Planning. 


The following is a more detailed description of the operation of the 
annual expenditure planning cycle. At any given step in the annual 
cycle, four or five different years are being considered, each one at a 
different stage of refinement. In any given 12-month cycle, therefore, 
the interrelationships among the planning activities for the various 
fiscal years covered by the plan are complex. 


In order to illustrate, in some detail, not only how expenditure 
planning figures for a given year are developed, but also the steps in 
the annual planning cycle, the following description covers one and a 
half annual cycles and highlights the activities related to one particular 
fiscal year - 1986-87 - beginning from the time it is being considered as 
planning-year 1 in the fall of 1984 (step 4 in table 2). Planning for 
this fiscal year would have progressed from initial establishment of 
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TABLE 2 
EXPENDITURE MANAGEMENT - MAJOR STEPS RELATING TO 1986-1987 
FISCAL YEAR 


STAGE OF EXPEN- 
DITURE PLANNING 


FOR 1986-87 ACTION FOR 1986-87 


CALENDAR YEAR 


1982 
1. September 


1983 
2. September 


Planning-Year 3 


Planning-Year 2 


1984 
3. September 


Planning-Year 1 


1985 


4. June 


5. September 


6. November 
1986 

7. February 
8. September 


9. November 


1987 
10. March 


Upcoming Year 


Upcoming Year 


Upcoming Year 


. initial establishment by 


Priorities and Planning 
Committee of total expen- 
diture and policy sector 
envelope levels in Fiscal 
Plan 


. review of Fiscal Plan 
. initial establishment of 


departmental levels within 
policy sector envelopes 


. policy and program changes 


initiated as required 


. review of Fiscal Plan 
. policy and program changes 


initiated as required 


. Targets established for 


Estimates formulation 


. review Fiscal Plan 
. policy and program changes 


initiated as required 


. Main Estimates approved 


Upcoming Year 


Current Year 


Current Year 


Current Year 


. Main Estimates tabled 


. review of Fiscal Plan 


including status report and 
outlook for Current Year 


. First regular Supple- 


mentary Estimates tabled 


. Final regular Supple- 


mentary Estimates tabled 
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expenditures in the fall of 1982 (step 1 in table 2). This explanation 
largely ignores the activities associated with the fiscal years in progress 
while those final planning stages for the 1986-87 fiscal year are 
completed. 


JUNE-SEPTEMBER 1984 (21-18 months before 1986-87 begins) 


Le Cabinet Reviews and Extends Existing Fiscal Plan 


The Priorities and Planning Committee of Cabinet conducts a review of 
the existing multi-year Fiscal Plan in the context of the most recent 
economic and fiscal outlooks and overall government objectives. The 
purpose is to extend, for an additional fiscal year, the overall resource 
framework within which government policies and programs are to be 
developed; to provide Policy Committees with direction on alternatives to 
be pursued within the framework; and to revise as required the 
existing framework and guidelines for the intervening years. This 
process involves a reconciliation, at least in general terms, of the 
government's fiscal policy objectives and its other objectives - a recon- 
ciliation of various competing demands for limited resources. 


During a series of meetings, the Priorities and Planning Committee first 
considers the updated economic and fiscal outlooks based on: 


(a) a report from the Minister of Finance on the medium-term 
economic outlook comparing it to the outlook on which the 
current Fiscal Plan is based. The new outlook covers the year 
for which the coverage of the Fiscal Plan is being extended - 
planning-year 3 (1988-89) ; 


(b) a report from the President of the Treasury Board updating 
the expenditure component of the existing Fiscal Plan 
including, if significant, the effects of revisions in the 
economic outlook, and projecting those expenditures into the 
new planning-year 3 (1988-89); and 


(c) a report from the Minister of Finance updating the fiscal 
outlook, i.e. the forecast of total revenues, expenditures and 
fiscal deficits or surpluses, assessing the financial and 
economic implications, and expressing views on the necessity 
and magnitude of adjustments to revenue and expenditure 
levels. 


Against this background, the Priorities and Planning Ministers consider 
reports from each Policy Committee chairman updating and extending 
into planning-year 3 the policy sector outlooks and strategies. This 
includes identification of emerging major policy issues and the resource 
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implications of alternative responses. Based on these outlooks the 
chairmen express views with respect to policy sector resource envelopes 
both within the existing Fiscal Plan and for the new planning-year 3. 


Following these deliberations, the Minister of Finance recommends total 
expenditure ceilings for each year of the Fiscal Plan, and, in consulta- 
tion with the President of the Treasury Board, policy sector envelope 
ceilings within the recommended total. Priorities and Planning Ministers 
then establish the revised 5-year Fiscal Plan, including, with respect to 
expenditures: 


the initial ceilings for total expenditures and policy sector 
envelopes for planning-year 3 (1988-89), 


revised envelope ceilings for planning-year 2 (1987-88), 
planning-year 1 (1986-87), and the upcoming year (1985-86), 
initially established and adjusted during previous reviews, 
and 


adjustments, if required, to the envelope ceilings for the 
current fiscal year (1984-85). 


Any variance between the envelope ceilings in the Fiscal Plan and the 
cost of carrying out existing policies and programs provides an indi- 
cation of the new resources available for new initiatives, or the minimum 
level of expenditure reductions which would have to be achieved in the 
sector before further savings are available to finance new initiatives. In 
light of these requirements, of the policy considerations raised by the 
reports of Policy Committee chairmen and of overall government 
objectives and _ priorities, the Priorities and Planning Committee 
establishes general directions for each policy sector to guide the 
development of policies and programs within the approved expenditure 
plan. While the regular annual review and extension of the Fiscal Plan 
occurs during the June-September period each year, the economic and 
fiscal outlooks may be updated for consideration at any time warranted 
by circumstances. 


SEPTEMBER-DECEMBER 1984 (18-15 months before 1986-87 begins) 


2 Policy Committees Develop and Issue Strategic Planning Guidelines 
to Departments 


Based on the revised Fiscal Plan and directions from Priorities and 
Planning, Policy Committees revise sectoral strategies and work plans 
and develop guidelines and directions for departments as the basis for 
preparation of departmental strategic overviews. Policy Committees may 
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issue guidelines to departments at any time in directing policy and 
program development which will be reflected in departmental planning 
documents. Revisions to the Fiscal Plan may require adjustment to the 
strategies previously developed, and addition of the new planning- 
year 3 (1988-89) will require extension of the strategy to meet policy 
objectives within the resource envelopes for that year. 


Policy Committees issue guidelines and directions to departments 
identifying policy and program options that the Committee wishes to see 
explored in the Strategic Overview, and any changes which may be 
required in departmental evaluation plans. 


3. Treasury Board Adjusts Planning Figures 


In the process of reviewing Main Estimates for the upcoming year 
(1985-86) Treasury Board makes the related adjustments to the detailed 
expenditure planning figures within the established Fiscal Plan for all 
years. 


4. Treasury Board Issues Instructions on Preparation of Strategic 
Overviews and Operational Plans 


Treasury Board issues guidelines and technical instructions to all 
departments and agencies for preparation of the Multi-Year Operational 
Plan to be submitted at the end of March, and the costing of program 
alternatives in the Strategic Overviews. This information will include 
the assumptions about the key elements of the economic outlook to be 
used in adjusting the costs in the current Operational Plans, extending 
them for the new planning-year 3, and in costing alternatives in 
Strategic Overviews. Overall procedural and scheduling information 
relating to the preparation and review of Strategic Overviews, Opera- 
tional Plans and Estimates is also being provided. 


JANUARY-MARCH 1985 (14-12 months before 1986-87 begins) 


oF Final Preparation of Strategic Overviews and Multi-Year 
Operational Plans 


Departments conclude preparation of Strategic Overviews and Multi-Year 
Operational Plans following the guidelines provided by Policy Committees 
and the Treasury Board. Both documents are provided to the appro- 
priate Policy Committee and the Treasury Board by the end of March. 
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APRIL-JUNE 1985 (11-9 months before 1986-87 begins) 


6. Strategic Overviews and Multi-Year Operational Plans Reviewed by 


Policy Committee and Treasury Board Secretariats 


Policy Committee secretariats review the Strategic Overviews with 
departments and agencies in the light of: 


the guidelines and _ directions provided by the _ Policy 
Committee for preparation of the overviews; 


overall priorities and strategy for the policy sector; 


the resources required for existing programs as indicated in 
the currently approved Multi-Year Operational Plans; 


the resources available within the policy sector envelopes in 
the Fiscal Plan; 


the results of program evaluations and ongoing departmental 
evaluation plans; and 


the inter-program implications within the scope of the Policy 
Committee's responsibility, to ensure that proposed policy or 
program changes are complementary in achieving common 
objectives. 


Policy Committee secretariats prepare a report for the Committees on the 
Strategic Overviews, including an assessment of and recommendations 
on the alternative policy and program changes identified. These reports 
include an assessment of the resource implications of options for change 
in relation to the resources available in the policy sector envelopes. 


The secretariat of the Treasury Board reviews the multi-year 
Operational Plans with departments and agencies to: 


determine or update the level of resources required to carry 
out currently approved policies and programs in the upcoming 
year (1986-87) and planning years 1 and 2. The costs for the 
current year, the upcoming year and planning-year 1 are 
revisions of those in the currently-approved Multi-Year 
Operational Plan; the costs for planning-year 2 (1988-89) are 
being established for the first time; 


examine program efficiency; 


examine program design to ensure that the means of delivery 
are consistent with objectives and facilitate evaluation; and 


ensure consistency with government management policies. 
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Upon completion of their review, the secretariat of the Treasury Board 
will advise departments and agencies and the Policy Committee 
secretariats of the recommendations to the Treasury Board on the level 
of resources required to carry out currently-approved policies and 
programs through planning-year 2 (1988-89). 


Throughout their respective reviews with departments and agencies, the 
secretariats of the Treasury Board and at the Policy Committees will 
exchange information. Specifically, with respect to the Strategic 
Overview, the secretariat of the Treasury Board assists the Policy 
Committee secretariats by: 


providing cost and other financial analysis of alternative 
program changes presented in the Strategic Overview; 


identifying any expenditure implications beyond the scope of a 
particular Committee's envelopes; and 


identifying specific components of programs which should be 
considered for more immediate efficiency and effectiveness 
evaluation. 


With respect to the Operational Plans, the Policy Committee secretariats 
will bring to the attention of the secretariat of the Treasury Board 
those instances where the Operational Plans appear to be inconsistent 
with the policies and programs which have previously been approved by 
the Policy Committee. 


G Multi-Year Operational Plans Reviewed by Treasury Board 


The Treasury Board reviews the Multi-Year Operational Plans and the 
assessments of its secretariat and considers any appeals by individual 
Ministers of the secretariat's recommendations pertaining to their port- 
folios. The Board then approves reference levels for expenditure 
planning purposes, indicating the level of resources required to deliver 
approved policies and programs. These reference levels are reported to 
the Priorities and Planning Committee. 


8. Treasury Board Issues Revised Multi-Year Operational Planning 
Figures 


In order to provide the benchmarks by which policy and program 
changes may be considered, Treasury Board informs departments and 
agencies and Policy Committees of the approved expenditure planning 
reference levels - the cost of delivering currently-approved policies and 
programs - included in the Treasury Board report to Priorities and 
Planning. These figures are subject to adjustment due to possible 
Ministerial appeal to Cabinet. 
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These are the base figures which subsequently will be adjusted to 
reflect all policy and program changes approved by Policy Committees or 
technical adjustments approved by the Treasury Board. For the 
upcoming year (1986-87) they represent the basis on which departments 
and agencies will prepare their Main Estimates, subject to subsequent 
Policy Committee and Treasury Board decisions. For planning-years 1 
and 2, they represent the revised and the initial Operational Planning 
figures, respectively, pending further Ministerial decisions. 


Dt Strategic Overviews Reviewed by Policy Committees 


Policy Committees review Strategic Overviews and the assessments 
prepared by their secretariats, and revise, as required, strategies to 
be pursued by departments and agencies. These revisions include policy 
and program changes required to alter and extend the previously- 
approved strategy to cover the new planning-year 2 (1988-89), and to 
meet any new policy or resource requirements which have emerged for 
years covered by the previous strategy. 


On the basis of these deliberations, and the initiated discussions in the 
Priorities and Planning Committee of the fiscal outlook and government 
priorities, (see step 1), Policy Committees prepare reports to the 
Priorities and Planning Committee on the revised strategy for each 
policy sector. These reports indicate how the strategies would pursue 
sectoral objectives and how the associated resources would be provided 
within the approved envelopes. 


JUNE-OCTOBER 1985 (9-6 months before 1986-87 begins) 


10. Cabinet Reviews and Extends the Fiscal Plan 


In the course of the annual Fiscal Plan review (see step 1), Priorities 
and Planning confirms the expenditure planning figures for the 
upcoming year (1986-87). 


11. Departments Prepare Main Estimates and Budget-Year Operational 
Plans 


Departments and agencies prepare their proposed Main Estimates and 
Budget-Year Operational Plans for submission to the Treasury Board by 
the end of October. Technical instructions are provided in advance by 
the Treasury Board. These plans are based on the resource reference 
levels established by the Treasury Board in June (step 8) adjusted for 
all subsequent Policy Committee and Treasury Board decisions. These 
documents are also provided for the information of Policy Committees. 
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NOVEMBER-DECEMBER 1985 (5-4 months before 1986-87 begins) 


12. Treasury Board Reviews and Approves Main Estimates and Budget- 


Year Operational Plans 


The Treasury Board reviews Main Estimates proposals and the support- 
ting Budget-Year Operational Plans of departments and agencies to 
ensure that: 


they are consistent with the previously approved departmental 
strategy and reflect the approved policy and program 
changes; 


they are consistent with approved operational policies and 
practices of the government and Treasury Board; 


cost estimates are accurate and the plans reflect the most 
efficient use of resources to achieve necessary results; 


operational targets are realistic considering previous perfor- 
mance and previously approved programs and policies; 


the format for Estimates is consistent with the requirements of 
Parliament and plans are described to facilitate operational 
control and effectiveness evaluation; and 


any significant change in previously approved resource levels 
for a program has been brought to the attention of the 
appropriate Policy Committee so that policy or program 
changes to reduce costs can be approved if necessary. 


Once approved by the Treasury Board and ratified by the Priorities 
and Planning Committee, Main Estimates levels are conveyed to depart- 
ments and agencies, who adjust their Budget-Year Operational Plan 
accordingly. 


FEBRUARY 1986 (1 month before 1986-87 begins) 
13. Main Estimates Tabled in Parliament 
The President of the Treasury Board tables the Main Estimates for the 


upcoming year (1986-87) in Parliament and outlines the details of the 
government's spending plans for the year. 
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MARCH 1986 (immediately prior to 1986-87 beginning) 


14. Parliament Appropriates Interim Supply on Main Estimates 
JUNE 1986 (3 months into 1986-87) 


15. Parliament Appropriates Full Supply on Main Estimates 
OCTOBER-NOVEMBER 1986 (6-7 months into 1986-87) 


16. First Regular Supplementary Estimates Reviewed and Tabled 


Departments and agencies submit, by the beginning of October, 
Supplementary Estimates proposals along with associated revisions to 
Budget-Year and Multi-Year Operational Plans. These submissions 
reflect decisions of Policy Committees and the Treasury Board since the 
approval of Main Estimates the previous December. 


Treasury Board reviews submissions as in Main Estimates review 
(step 12) and approves them. The President of the Treasury Board 
tables the Supplementary Estimates in Parliament. 


DECEMBER 1986 (9 months into 1986-87) 


17. Parliament Appropriates Supply on Supplementary Estimates 


JANUARY-MARCH 1987 (10-12 months into 1986-87) 


18. Final Regular Supplementary Estimates Reviewed and Approved 


Departments and agencies submit Final Supplementary Estimates 
proposals in February. Treasury Board reviews submissions as in First 
Supplementary Estimates review (step 16) and approves them. 


The President tables the Supplementaries in March in Parliament, which 
appropriates supply before the fiscal year ends. 


OCTOBER 1987 (7 months after 1986-87 ends) 
19. Public Accounts Tabled 


The Public Accounts are tabled in Parliament, providing a detailed 
accounting for the expenditure of public funds during the fiscal year. 
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ANNEX A 


CABINET COMMITTEES AND POLICY SECTOR RESOURCE ENVELOPES! 
CABINET COMMITTEE — PRIORITIES AND PLANNING 


1. FINANCIAL ARRANGEMENTS ENVELOPE 


Finance 
Subsidies under BNA Act 
Federal-Provincial Fiscal Arrangements 
Utilities Income Tax Transfers 
Reciprocal Taxation 

Public Works 


Municipal Grants 
2. PUBLIC DEBT ENVELOPE 
Finance 
Public Debt — Interest & Amortization 


CABINET COMMITTEE — ECONOMIC DEVELOPMENT 


3. ECONOMIC DEVELOPMENT ENVELOPE 


Agriculture 
Department 


Canadian Dairy Commission 
Canadian Livestock Feed Board 
Farm Credit Corporation” 


Communications 
Department 


Consumer and Corporate Affairs 
Department 


Economic Development — Ministry of State 


Energy, Mines and Resources 
Minerals 
Earth Sciences 


*Non-Budgetary. 


1. Envelope expenditures are identified by department (eg., Finance) and, as required, by agency 
(eg., Canadian Dairy Commission) in relationship to the appropriate department (eg., Agriculture). 
Where the programs of a singie department are in more than one envelope, both the department 
(eg., Finance) and the programs (eg., Subsidies under BNA Act, etc.) are identified. 


Environment 
Forestry 


Fisheries and Oceans 
Department 


Industry, Trade and Commerce 
Department 


Canadian Commercial Corporation 
Export Development Corporation” 
Federal Business Development Bank 
Foreign Investment Review Agency 
Standards Council of Canada 


Labour 
Department 


Canada Labour Relations Board 


Regional Economic Expansion 
Department 


Cape Breton Development Corporation 


Science and Technology 
Department 


National Research Council 
Natural Sciences & Eng. Research Council 
Science Council of Canada 


Supply and Services 
Unsolicited Proposals for R and D 


Transport 
Department 


Air Canada 
Canadian Transport Commission 


*Non-Budgetary 


4. ENERGY ENVELOPE 
Energy, Mines and Resources 
Energy Budgetary 
Energy Non-Budgetary 
Petroleum Compensation Program 
Sarnia-Montreal Pipeline 
Canadian Home Insulation Program (CHIP) 
Atomic Energy Control Board 
Atomic Energy of Canada Limited 
National Energy Board 
Petro Canada” 
Economic Development 
Northern Pipeline Agency 
CABINET COMMITTEE — SOCIAL DEVELOPMENT 


5. SOCIAL AFFAIRS ENVELOPE 
Communications 
Arts and Culture 
Canada Council 
Canadian Broadcasting Corporation 
Canadian Film Development Corporation 
Canadian Radio-Television & Telecommunications Commission 
National Arts Centre Corporation 
National Film Board 
National Library 
National Museums of Canada 
Public Archives 
Social Sciences & Humanities Research Council 


Employment and !mmigration 
Department 


Advisory Council on Status of Women 
Immigration Appeal Board 
Status of Women — Office of the Co-ordinator 


*Non-Budgetary 


Environment 
Environment Programs 


Indian Affairs and Northern Development 
Department 


Northern Canada Power Commission 
Labour 
Canadian Centre for Occupational Health & Safety 


Fitness and Amateur Sport 


National Health and Welfare 
Department 


Medical Research Council 


Public Works 
Canada Mortgage & Housing Corporation 


Secretary of State 
Department 


Social Development — Ministry of State 


Treasury Board Canada 
Student, Youth & Other Employment 


Veterans Affairs 
Department 


JUSTICE AND LEGAL ENVELOPE 


Justice 
Department 


Canadian Human Rights Commission 
Commissioner for Federal Judicial Affairs 
Law Reform Commission of Canada 
Supreme Court of Canada 


Tax Review Board 


Solicitor General 
Department 


Correctional Services 
National Parole Board 


Royal Canadian Mounted Police 


CABINET COMMITTEE — FOREIGN AND DEFENCE POLICY 


7. EXTERNAL AFFAIRS ENVELOPE 


External Affairs 
Department 


Canadian International Development Agency 
International Development Research Centre 
International Joint Commission 


Finance 
Official Development Assistance — Loans and investments” 


8. DEFENCE ENVELOPE 


National Defence 
Department 


CABINET COMMITTEE — GOVERNMENT OPERATIONS 


9. PARLIAMENT ENVELOPE 
Parliament 
The Senate 
House of Commons 
Library of Parliament 


*Non-Budgetary 


10. SERVICES TO GOVERNMENT ENVELOPE 


Finance 
Department 


Auditor General 
Insurance 
Tariff Board 
Governor General & Lieutenant-Governors 


National Revenue 
Department 


Post Office 
Department 


Privy Council Office 
Canadian Intergovernmental Conference Secretariat 
Chief Electoral Officer 
Commissioner of Official Languages 
Economic Council of Canada 
Public Service Staff Relations Board 


Public Works 
Department 


National Capital Commission 


Secretary of State 
Public Service Commission 


Supply and Services 
Department 


Statistics Canada 


Treasury Board Canada 
Comptroller General 
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